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About a year ago, a consortium headed by Spain's Iberia airline won the bid for acquisition
of the state-run Aerolineas Argentinas. The purchase contract specified that in October, the
consortium was obligated to purchase US$500 million of the federal government's foreign debt
paper in secondary markets. Argentine debt instruments are currently priced at 34% of face value.
Consequently, Iberia et al. were expected to spend US$170 million. The consortium refused to
carry out the debt paper transaction on the ground that "differences" between company executives
and government officials on responsibility for liquidating airline debts and other matters would
have to be resolved first. Iberia had earlier requested US$202 million from the government to
settle "inventory discrepancies," and overdue supplier accounts, among other things. On Nov. 28,
Transportation Secretary Edmundo Soria said the Iberia-led consortium had received a summons
to pay the US$43.3 million within 30 days. In addition, he said, the company was ordered to comply
with a purchase contract clause which specified that US$45.6 million would be invested in the airline
during the first year of operation under the new owners. Regarding the consortium's demand for US
$202 million, the government agreed to pay US$109 million of the total, and denied responsibility for
US$75.5 million. The status of the remaining US$17.7 million is as yet undetermined. The US$43.3
million figure specified by Soria is the result of subtracting the US$109 million and US$17.7 million
sums from the US$170 million the company is expected to spend on acquiring foreign debt paper.
(Basic data from Spanish news service EFE, 11/14/91; Agence France-Presse, 11/27/91, 11/28/91)
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